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The purpose of this brochure is to keep the public informed 
on who we are and what we do in the Department of 
Finance. For further information please contact Inform- 
ation Services, Department of Finance, Ottawa, K1A 0G5 


Information Canada 
Ottawa, 1972 
Cat. No. F2-3472r 
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DEPARTMENT OF FINANCE 


WHO WE ARE... 
.. .WHAT WE DO 


The Department of Finance is a child of Confederation. Prior to the formation of 
Canada, each province had an “‘inspector general’’ who handled financial affairs. In the 
new federal organization, this individual was styled “Minister of Finance”. For several 
years the Minister’s deputy used the old provincial title, but this was dropped in 1870 in 
the interests of conformity. 


During the past century, the Department of Finance has seen many areas of activity 
come and go, some to become departments of their own. The original staff of 38 
employees in 1867 climbed at one point to almost 6,000. Today it is less than 450. 


At various times, Finance has included the Treasury Board, the Comptroller of the 
Treasury, the Royal Canadian Mint, Tax Inspection, Old Age Pensions, Superannuation 
and Retirement, and the Tariff Board. 


This shuffling of duties results from a decision in the early 1930’s to transfer to 
others detailed operational responsibilities so that Finance could concentrate on central 
analytical and policy work. 


Today only two operational groups remain in Finance. These are concerned with 
municipal grants which the federal government pays in lieu of local property taxes; and a 
program of guaranteed loans to students, farmers, fishermen and small businesses. 


OBJECTIVES 


Thus the large majority of Finance staff concentrates on the main objective of the 
department, which is: 


“To assist the government in deciding upon and implementing financial and other 
economic policies and measures that will best accomplish its major economic and other 
objectives.” 


To this end the Department: 


® analyses and appraises the economic situation and prospects in Canada and in 
other countries of interest to Canada; 


@ advises on fiscal and other economic policies and measures, including those 
originating in the department; 


® recommends measures to meet the requirements of the government within 
appropriate fiscal policies, by action in expenditure, lending, taxation, borrowing 
and cash management; 


@ advises on matters concerning the balance of payments, exchange reserves, 
international monetary and financial arrangements, coinage and related matters; 


@ participates in international negotiations and other meetings related to trade, 
finance, taxation, economic development and other subjects, and makes 
contributions to international financial institutions; 


® advises on policies relating to federal-provincial fiscal and economic relations, 
carries on discussions with provincial authorities and pays grants to provincial 
governments and grants in lieu of taxes to municipalities; 


® administers statutes relating to guaranteed loans, the capital budgets and 
financing of Crown Corporations and agencies. 


ORGANIZATION 
The Department is organized into five branches, each of which contains divisions 
responsible for various components of the over-all program. ; 
TAX POLICY BRANCH 


It is here that responsibility primarily rests for the maintenance of the tax 
structure. 


In 1969 this branch produced the White Paper Proposals for Tax Reform. After 
lengthy public debate, tax reform legislation was introduced in the House of Commons, 
June 18, 1971. The branch is responsible for formulating resulting changes. In this work, 
the branch operates only in policy and legislative areas. The actual collection of taxes, for 
instance, is the responsibility of the Department of National Revenue. 


In a recent reorganization, the Senior Tax Adviser’s office became a branch, under 
an Assistant Deputy Minister, with two divisions. One division is responsible for 
corporations and business income, and the other for personal and commodity taxes. A 
separate section deals with international tax policy. 


Corporations and Business Incomes, and 
Personal and Commodity Tax Divisions 


In addition to participating fully in the tax reform program, the divisions of this 
branch contribute, in their respective spheres, to the formulation of tax policy and 
maintenance of the tax structure. They recommend changes in the form and rates of 
federal taxes, devise tax measures to encourage economic growth and to maintain 
economic stability, and propose amendments to improve the equity and efficiency of 
particular taxes. 


To perform these functions, the divisions: 


(a) Initiate, analyze and evaluate proposals for tax changes and tax reform. 


(b) Hear and study representations concerning taxes from taxpayers, Members of 
Parliament, associations and other departments. 


(c) Develop tax proposals in detail and assist in the preparation of resolutions to 
announce them and in the drafting of legislation to put them into effect. 


(d) Deal with the international application of taxes including the negotiation of 
international tax treaties, the taxation of international organizations and their 
employees and tax problems arising from the movement of individuals and 
goods across international borders. 


(e) Assist on work in federal-provincial tax problems, review tax developments in 
other countries, assist with regulations, handle correspondence, and provide 
information related to taxation as required. 


FEDERAL-PROVINCIAL RELATIONS AND 
ECONOMIC PROGRAMS BRANCH 


The work of this branch is carried out by Economic Development, Resource 
Programs and Federal-Provincial Relations Divisions. 


Economic Development Division 


The portfolio of activities in this division concerns secondary industry and industrial 
development, consumer and corporate affairs, transportation, communications and 
energy, science policy and research, regional and area development and tourism. Policy 
and economic and financial implications of new or changing programs are examined to 
ensure they conform to over-all government economic policy. 


In addition, research studies are undertaken on general policy problems of the 
future, such as industrial innovation and transportation policy in the next decade. These 
studies enhance the effectiveness of day-to-day analysis of current policy as well as 
stimulate new policy. 


Resource Programs Division 


Resource programs are appraised with a view to their contributions to national and 
regional growth. Such programs include agriculture, fisheries, forestry, mining (including 
uranium), oil and gas and water (including pollution control). The division works with 
Operating departments (e.g., Department of Agriculture, Department of Energy, Mines 
and Resources) to promote the effective development of natural resources and Canada’s 
northern territories. 


The division helps develop resource policy by working with groups dealing with 


atomic energy, water programs, water resource research, oil policy, salt water fish, 
northern development and foreign ownership of resources. 
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Federal-Provincial Relations Division 


This division undertakes technical analysis and provides advice on the development 
of fiscal federalism in Canada. Areas include arrangements with provinces regarding the 
joint occupancy of tax fields, conditional and unconditional fiscal transfers to provinces 
_and municipalities, shared-cost programs and opting-out provisions, and mechanisms for 
intergovernmental co-operation in fiscal and economic matters. 


The division administers the provincial revenue, equalization and stabilization 
sections of the FederalProvincial Fiscal Arrangements Act, and other fiscal arrangements 
between the federal government and the provinces, including the Established Programs 
(Interim Arrangements) Act, youth allowances to Quebec, statutory subsidies and the 
transfer of public utility corporation taxes. 


A section of this division deals with municipal grants. 


TARIFFS, TRADE AND AID BRANCH 


The branch comprises divisions of Tariffs, International Relations and International 
Programs. 


Tariffs Division 


The main responsibilities of the Tariffs division are to receive, investigate and report 
on representations and proposals regarding the Canadian customs tariff and related 
matters. Representations are made by delegations and individuals representing producers, 
importers and other groups or interests on matters relating to Canadian tariffs, trade 
agreements and commitments under the General Agreement on Tariffs and Trade 
(GATT). 


The effect of tariff changes on the allocation of resources are evaluated, as is the 
competitive position of Canadian industry and the volume and value of imports. 


Lists of tariff items are prepared on which concessions may be offered at 
international tariff conferences and the Department is represented at such conferences. 
References to the Tariff Board are prepared and the division reviews the Board’s reports 
and representations on these reports. Tariff renegotiations are carried out with other 
countries arising out of recommendations of the Board for increases in bound rates of 
duty; and the division meets with representatives of other countries to discuss tariff 
matters. 


International Economic Relations Division 


Officials in this division participate in the development of international trade and 
economic policies other than those associated with Canada’s international aid programs. 
It helps negotiate bilateral and multilateral agreements with other countries and is 
engaged in trade and commercial policy work in such international organizations as 
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GATT, the U.N. Conference on Trade and Development, and the Organization for 
Economic Cooperation and Development (OECD). 


The division also evaluates short and long-term trends in international trade and 
assesses the impact on Canada of likely changes in the world trading environment. It 
advises on external economic policies and programs in support of domestic economic 
objectives and evaluates the impact on our international trading relationships of 
individual domestic economic programs. 


The division, working with the Tariffs Division, is concerned with Canada’s bilateral 
and multilateral commercial relations and particularly with Canadian import policies. 
Commercial policy arrangements are negotiated with other countries and international 
meetings attended. 


International Programs Division 


Responsibilities of this division arise from Canada’s relations with international 
organizations and involvement with developing countries, mainly through provision of aid 
and long-term export credits. 


Principal activities include program analysis of the United Nations and Com- 
monwealth Organizations, and formulation of policies for these groups, as well as of the 
World Bank, International Development Association, Asian Development Bank and 
Caribbean Development Bank. 


This division works with other departments and agencies in selecting programs and 
projects to be financed under Canada’s bilateral and multilateral aid programs and reviews 
proposals by the Export Development Corporation for long-term credits to Canadian 
exporters. 


ECONOMIC ANALYSIS, FISCAL POLICY AND 
INTERNATIONAL FINANCE BRANCH 


This branch also carries out its work in three divisions: Economic Analysis, Fiscal 
Policy and International Finance. All the divisions are directed toward developing over-all 
fiscal, financial and economic policy. 


Economic Analysis Division 


The work of this division provides for a continuing assessment of the general 
economic situation and for forecasts used in preparing budgets and developing over-all 
fiscal, financial and economic policy. The division also evaluates specific proposals and 
events, often directly related to particular sectors or regions of the economy. 


There are five sections, responsible for: general economic conditions, regional and 


sectoral analysis, economic forecasting, econometric research and development, and 
branch data services. 
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Fiscal Policy Division 


This division appraises the effects of government fiscal measures on the per- 
formance of the economy, and recommends measures appropriate to the economic 
situation. It forecasts government revenues and expenditures, and analyses the cash 
_position. 


Three principal units conduct this work: public sector forecasting, fiscal policy, and 
simulation and model building. This last unit builds the models required to analyze 
particular problems, or adapts existing models to specific needs. It also undertakes 
simultation analysis, an essential step identifying and analyzing the various policy 
measures which may be recommended for implementation. 


International Finance Division 


This division advises on foreign exchange policy, deals with matters relating to 
international monetary affairs and administers Canada’s relations with the International 
Monetary Fund and the Group of Ten. It is particularly concerned with the Canadian 
balance of payments and with financial arrangements between Canada and the United 
States. 


The division follows developments in the various forms of international liquidity 
such as gold, U.S. dollar, sterling balances, and Special Drawing Rights; and advises on 
proposals to improve the international monetary system. 


It participates in the work of the Organization for Economic Cooperation and 
Development, and its Working Party No. 3 (balance of payments problems), and it 
maintains bilateral relations with the United States, the United Kingdom, France and 
Japan. 


FINANCIAL OPERATIONS BRANCH 
The work in this branch is carried out by departmental officers in two divisions. 


Capital Markets Division 


The management of the public debt and the ways in which the government’s cash 
requirements can be met through borrowings are concerns of this division. It also advises 
on matters related to the efficient operation of the capital markets and to financial 
institutions and other participants in these markets. 


The division continually assesses conditions, trends and special developments in the 
capital markets, particularly the bond market, short-term money market, mortgage 
market and equity markets in Canada and abroad. It advises on the amounts, nature, 
terms and conditions of government securities issues. It undertakes studies and provides 
policy recommendations on any matters related to the development of financial 
institutions and markets in Canada. It also advises on and coordinates the administration 
of government guidelines to financial institutions. 
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Government Finance, Loans, Investments and Guarantees Division 


Advice on the allocation and use of non-budgetary funds is provided in this 
division. A major concern is the financing of government programs and Crown 
Corporations, including lending agencies. Capital expenditure programs and financing 
requirements of Crown Corporations are reviewed in the light of terms, conditions, 
timing, amount and guarantee. It is also involved in the investment of Canada Pension 
Plan funds. 


The division also advises on the financial provisions of new acts and is responsible 
for legislation in respect of Crown Corporations, including the CNR Financing and 
Guarantee Act. A separate section of this division is responsible for the government’s 
guaranteed lending programs for students, farmers, fishermen and small businessmen. 


OTHER RESPONSIBILITIES 


Inspector General of Banks 


The Inspector General of Banks is required by Parliament to conduct examinations 
and inquiries into the affairs and business of chartered banks and the bank incorporated 
under the Quebec Savings Bank Act to satisfy himself that the provisions of the respective 
acts are being observed and that the banks are in a sound financial position. He reports to 
Parliament through the Minister of Finance. 


Other Agencies 


In addition to the Department of Finance, the Minister reports to Parliament on the 
activities of the following government agencies. To this end: 


The Anti-Dumping Tribunal is a court which determines whether the 
dumping of goods causes material injury to Canadian industry, or retards the 
establishment of Canadian production. 


The Auditor General audits the accounts of the Government of Canada and 
of certain international and other agencies, and reports annually to the House of 
Commons the results of his examinations. 


The Bank of Canada is Canada’s central bank. The bank regulates credit and 
currency, primarily by relying on the management of the cash reserves of the 
chartered banks. It also manages the public debt and has the sole right to issue 
notes for circulation in Canada. 


The Bank is managed by a Board of Directors appointed by the government 
composed of a governor, a deputy governor and 12 directors; the Deputy Minister 
of Finance is also a member of the Board. 


The Canada Deposit Insurance Corporation provides insurance against loss of 
deposits, up to $20,000 for each separate account, to banks, trust companies or 
mortgage loan companies that are members of the Corporation. 


The Industrial Development Bank assists in the development of industrial 
enterprises appearing to have good prospects of successful operation, needing 
additional term financing. These firms, because of their relatively small size or lack 
of established earnings record or their geographical location, or other reasons, may 
not be able to obtain necessary funds from other sources on reasonable terms and 
conditions. 


The Department of Insurance administers the statutes of Canada applicable 
to: insurance, trust, loan and investment companies incorporated by or pursuant to 
an Act of the Parliament of Canada; British and foreign insurance companies 
Operating in Canada; money-lenders, and small loans companies incorporated by or 
pursuant to an Act of the Parliament of Canada; co-operative credit societies to 
which certificates have been granted under the Co-operative Credit Associations 
Act; pension plans established for employees employed upon or in connection with 
the operation of a work, undertaking or business that is within the legislative 
authority of the Parliament of Canada; life insurance policies issued under the Civil 
Service Insurance Act. 


The Department also provides actuarial services and advice to the Govern- 
ment and to Government departments with respect to programs under development 
or administration and administers Part I of the Excise Tax Act. 


The Jariff Board makes inquiries into and reports upon any matter in relation 
to goods that, if brought into Canada, are subject to or exempt from customs duties 
or excise taxes. Under the Customs, Tariff and Excise Tax Acts the Board acts asa 
court to hear appeals on rulings in these areas. 


The Minister of Finance also has charge of the management and direction of the 


Consolidated Revenue Fund and the supervision, control and direction of all matters 
relating to the financial affairs of Canada not by law assigned to any other Minister. 
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